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***** **** 

CERTIFIED MAIL 

Dear Applicant: 

:Ye have considered your applicat ion f o r  tax-exemt s t a t u s  under section 
SO1 ( c ]  (3) of the Internal Revenue Code. 

The evidence presented disclosed t h a t  you were incornorated on ******  *  
**** under the  laws of the  S t a t e  of *********** . 

Your purposes per your Cer t i f i ca te  of Incorporation are ,  in par t ,  t o  
promote and maintain the heaPrh and welfare of the  inhabitants of the 
communities within the t e r r i t o r y  which the Corporation may f ~ o m  time to  
time serve; t o  prevent disease; t o  provide management and other services t o  
public c h a r i t i e s  and other organizations which a r e  engaged i n  any oE the 
foregoing a c t i v i t i e s .  

********** *****  **********  ******** ***  will carry out managerial 
*******  ( fo r  example, accounting services) f o r  the  ******  *****  
*********  and other a f f i l i a t e d  organizations which a r e  exemt under 
sec t ion 501(c)(3) of the Code. **** ***********  ******  *  ****** ***   
management service fees from ******  ****** *********  ** *******  
********* *****   and other a f f i l i a t e d  companies. You charge fees 
su f f i c jen t  t o  cover your expenses - which consist of sa la r i e s ,  rent  and. 
other miscellaneous items. 

Section 501(c)(3) of the Code provides, in par t ,  f o r  the exemption from 
Federal income tax of organizations organized and operated exclusively fo r  
char i table ,  religious, s c i e n t i f i c  o r  educational pumoses, no part of the 
net  earnings of which inures t o  the benefit  of any pr ivate  shareholder or  
individual. 

In order t o  qualify under IRC 501(c)(31, an organization must he both 
I'organizedl' and "operated1' exclusively f o r  one or  more purposes specified 
in  t h a t  section. If the organization f a i l s  t o  meet e i ther  the 
organizational t e s t  o r  the operational t e s t ,  it is not  exempt. (Regs. 
1 . 5 0 & ( ~ )  (3)- l (a)  (1)) .  The organizational. t e s t  r e l a tes  t o  the rules f o r  
governing an organization and the  purposes s t a ted  i n  its a r t i c l e s  of 
organization. The operztional t e s t  relates t o  the organization's 

' ac t iv i t i e s .  



Section 1.501(~)(3)-l(d)(2)  of the Regulations provides tha t  the term 
l'charitable" includes r e l i e f  of the poor and dis t ressed,  advancement of 
education and science and the  promotion of socia l  welfare designed t o  
accomplish any of the above purposes. 

Section 5 0 ( c ) 3 ) - 1  of ths  Income Tax Regulations s t a t e s  that  an 
organization may meet the  requireaents of section 501(c)(3) although i t  
operates a trade or business i E  the organization is not organized or 
operated f s r  the  primary purpose of carrying on an unrelated trade o r  
business a s  defined in sec t ion 513. . 
~ e v e n u e  Ruling 71-529, 1971-2 C.B. 234 describes an organization which 
provides assistance i n  t \e  management of the i r  investment fund.s f o r  s 
c!arge substant ia l ly  below cost .  Organizations pay only a nominal f ee  f o r  
the  services performed. The remainder of epenses  a re  paid by contribution 
income. 

It was held t h a t  t h i s  organization could qualify f o r  exemption under Code 
sect ion 501(c)(3) since the organization performed l lessent ia l  functions f o r  
char i t ab le  organizations" f o r  a charge that  was substant ia l ly  below cost. 

Revenue Ruling 72-369, 1972-2 C.B. 245 describes an organization formed t o  
provide ~ d a g e r i a l  and consulting services on a cos t  basis. The 
arganixationls  receipts a r e  from services rendered and disbursements a r e  
f o r  operating expenses. The rul ing s t a tes  t h a t  an o r~an izs t io f i  is not  
exempt merely because its operations are not conducted f o r  the purpose of 
producing a p ro f i t .  The provision of managerial and consulting services on 
a regular  bas i s  f o r  a f e e  is a trade or business ordinar i ly  carried on fo r  
'prof i t .  The f a c t  tha t  the services are provided a t  cos t  and solely f o r  
exempt organizations was not  su f f i c ien t  t o  characterize the  ac t iv i ty  a s  
char i t ab le  within the meaning of sect ion 501(c) 13). 

On the bas is  of evidence presented, we hold t h a t  ********** *****  
**********  ***  ***  is n o t  organized and operated exclusively f o r  
char i table  purposes within t h e  meaning of Code sect ion 501(c) (3). Your 
organization is providing managerial services f o r  fees  which constitutes a 
business operation regularly carr ied  on for-profi t .  The Zact tha t  you w i l l  
not  make a p rof i t  i s  not  su f f i c ien t  t o  c lass i fy  your act ivi ty as 
chari table.  Furnishing the services a t  cost lacks the  donative element 
necessary t o  establish yuu as  charitable. Therefore, as in  the 
organization described i n  Revenue Ruling 72-369, your organization does not 
qual i fy  f o r  exemption under sec t ion 501(c) (3) of the Code and we propose t o  
deny your request f o r  exemption. 

We have a l s o  determined t h a t  you f a i l  t o  qualify f o r  exempt status under 
any other subsection of IRC 501(c). 

You a r e  required t o  f i l e  a taxa,ble return Form 1120 or 1041 with the 
District Director of Internal  Revenue Service. Please send the return to  
the  In ternal  Revenue Service, P.O. Box 1680, General Post Office, Brooklyn, 
NY 11202. 



ccjntributions a s  defined i n  sect ion 1.70(c) of the Code. 

If you do not agree with t h i s  deteminaticjn you may pro tes t  in accordance 
x i t h  the enclosed instructions within 30 days. 

Protests  su5mitted which do not contain a l l  the doc-mentation stated in the 
instructions w i l l  be returned f o r  completions. 

I f  we do not hear from you withir, tha t  time t h i s  determination w i l l  be 
considered f i n a l  and the appropriate S ta te  Officials  w i l l  be notifiefi. 

If you do not  protest  t h i s  proposed determination i n  a timely manner, it 
w i l l  be considered by the Internal  Revenue Service as  a f a i l u r e  t o  exhaust 
available administrative remedies. Section 7428(b) (2) of the internal 
Revenue Code provides i n  p a r t  t ha t  "A declaratory judgment or  decree under 
t h i s  section sha l l  not be issued i n  any proceeding unless the Tax Court, 
the  Claims Court, or  the d i s t r i c t  court of the United States for  the 
D i s t r i c t  of Columbia determines that  the organization invof ved has 
exhausted administrative remedies available t o  it within tile Internal 
Revenue Service." 

Enclosure: Publication 892 


